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MANAGEMENT’S DISCUSSION AND ANALYSIS 

 

Our discussion and analysis of the City of Miami Beach’s (the “City”) financial performance 
provides an overview of the City’s financial activities for the year ended September 30, 2003. 
We encourage readers to consider the information presented here in conjunction with 
additional information that we have furnished in our letter of transmittal, which can be found 
on pages 1-5 of this report.  

Financial Highlights 

• The assets of the City exceeded its liabilities at September 30, 2003 by $561.5 million.  Of 
this amount, $111.4 million (unrestricted net assets) may be used to meet the City’s 
ongoing obligations to citizens and creditors. 

• During fiscal year 2003, the City’s net assets increased by $38.3 million.  The increase 
was primarily attributed to increase ad-valorem tax revenues, increase in fees charged for 
services and an increase in capital grants, specifically for culture and recreation 
programs.  

• At September 30, 2003 the unreserved fund balance for the general fund was $27 million, 
or 17.3% of the total general fund expenditures. 

• The City’s total long-term liabilities had a net increase of $36.1 million or 7.7% during the 
fiscal year.  This was due mainly to the issuance of the City’s General Obligation Bonds, 
Series 2003 in the amount of $62.4 million and making the required principal payments on 
bonded debt.  

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the City’s basic 
financial statements, which have the following components: 1) government-wide financial 
statements, 2) fund financial statements, and 3) notes to the financial statements. This report 
also contains other supplementary information in addition to the basic financial statements 
themselves. 

Government-wide Financial Statements  
The government-wide financial statements are designed to provide readers with a broad 
overview of the City’s finances in a manner similar to a private-sector business. 

The statement of net assets presents information on all of the City’s assets and liabilities, with 
the difference between the two reported as net assets. Over time, increases or decreases in 
net assets may serve as a useful indicator of whether the financial position of the City is 
improving or deteriorating. 

The statement of activities presents information showing how the City’s net assets changed 
during each fiscal year. All changes in net assets are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, 
revenues and expenses are reported in the statement for some items that will only result in 
cash flows in future fiscal periods (for example, uncollected taxes, and earned, but unused 
vacation leave). 
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Both the statement of net assets and the statement of activities of the government-wide 
financial statements distinguish functions of the City that are principally supported by taxes 
and intergovernmental revenues from other functions that are intended to recover all or a 
significant portion of their cost through user fees and charges.  The governmental activities of 
the City include general government, public safety, physical environment, transportation, 
economic development, human services, and culture and recreation.  The business-type 
activities of the City includes storm water, water and sewer, parking, convention center 
complex, sanitation, and Miami Beach Redevelopment Agency’s parking and leasing 
operations. 

The government-wide financial statements include not only the City itself, but also a legally 
separate Visitor and Convention Authority and a legally separate Health Facilities Authority. 
Financial information for these component units are reported separately from the financial 
information presented for the primary government itself. 

The government-wide financial statements can be found on pages 27-28 of this report. 

Fund Financial Statements 
A fund is a grouping of related accounts that is used to maintain control over resources that 
have been segregated for specific activities or objectives. The City uses fund accounting to 
ensure and demonstrate compliance with finance-related legal requirements.  All of the funds 
of the City can be divided into three categories:  governmental funds, proprietary funds, and 
fiduciary funds. 
Governmental Funds.  Governmental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial statements. 
Governmental fund financial statements focus on near-term inflows and outflows of 
spendable resources, as well as on balances of spendable resources available at the end of 
a fiscal year. Such information may be useful in evaluating a government’s near-term 
financing requirements. 

Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental funds 
with similar information presented for governmental activities in the government-wide 
financial statements. By doing so, readers may better understand the long-term impact of the 
government’s near-term financing decisions. Both the governmental fund balance sheet and 
the governmental fund statement of revenues, expenditures, and changes in fund balances 
provide a reconciliation to facilitate the comparison between governmental funds and 
governmental activities. 

The City maintains sixteen individual governmental funds.  Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement 
of revenues, expenditures, and changes in fund balances for the general fund, resort tax 
special revenue fund, Miami Beach Redevelopment Agency special revenue fund, and capital 
projects fund which are considered to be major funds.  Data from the other eleven 
governmental funds are combined into a single, aggregated presentation.  Individual fund 
data for each of these non-major governmental funds are provided in the form of combining 
statements elsewhere in this report. 

The City adopts an annual appropriated budget for its general fund, resort tax special 
revenue fund, and its Miami Beach Redevelopment Agency’s special revenue fund. A 
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budgetary comparison statement has been provided for the general fund to demonstrate 
compliance with the general fund’s budget. 

Proprietary Funds.  The City maintains seven different types of proprietary or enterprise 
funds.  Enterprise funds are used to report the same functions presented as business-type 
activities in the government-wide financial statements.  The City uses enterprise funds to 
account for its storm water utilities, water and sewer, parking, convention center complex, 
sanitation, and Miami Beach Redevelopment Agency’s parking and leasing.  Internal service 
funds are an accounting device used to accumulate and allocate cost internally among the 
City’s various functions.  The City uses internal service funds to account for its fleet 
management, property management, central services, self insurance, and information 
technology/communications operations.  Because all these services predominantly benefit 
governmental rather than business-type functions, they have been included within 
governmental activities in the government-wide financial statements. 

Proprietary funds provide the same type information as the government-wide financial 
statements, only in more detail.  The proprietary fund financial statements separate 
information for the storm water utilities, water and sewer, parking, convention center complex, 
which are considered to be major funds of the City.  Data from the other three proprietary 
funds are combined into a single, aggregated presentation.  Individual fund data for each of 
these non-major proprietary funds is provided in the form of combining statements elsewhere 
in this report. 

Conversely, all internal service funds are combined into a single, aggregated presentation in 
the proprietary fund financial statements.  Individual fund data for the internal service funds is 
provided in the form of combining statements elsewhere in this report.    

The basic proprietary fund financial statements can be found on pages 32-35 of this report. 

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of 
parties outside the government. Fiduciary funds are not reflected in the government-wide 
financial statements because the resources of those funds are not available to support the 
City’s own programs. The fiduciary funds include the Pension Trust Funds and the general 
agency fund. 

The fiduciary fund financial statements can be found on pages 36-37 of this report 

Notes to the Financial Statements 
The notes to the financial statements provide additional information that is essential for a full 
understanding of the information provided in the government-wide and fund financial 
statements.  The notes to the financial statements can be found on pages 38-74 of this 
report. 

Other information 

In addition to the basic financial statements and accompanying notes, this report also 
represents certain required supplementary information concerning the City’s progress in 
funding its obligations to provide pension benefits to its employees.  Required supplemental 
information can be found on pages 75-78 of this report. 

The combining statements referred to earlier in connection with non-major governmental 
funds and internal service funds are presented immediately following the required 
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supplemental information on pensions.  Combining and individual fund statements and 
schedules can be found on pages 79-102 of this report. 

Government-wide Financial Analysis 
As noted earlier, net assets may serve over time as a useful indicator of government’s 
financial position. In the case of the City, assets exceeded liabilities by $561.5 million at  
September 30, 2003, an increase of $38.3 million from the prior year.  

As mentioned previously, the basic financial statements include a reconciliation between the 
governmental funds statement of revenues, expenditures, and changes in fund balances 
which reports an increase of $56.2 in fund balances and the reported increase in the excess 
of assets over liabilities reported in the government-wide statement of activities $24 million, a 
difference of $32.2 million. 

Key elements of the reconciliation of these two statements are that the government-wide 
statement of activities reports the issuance of debt as a liability, the purchases of capital 
assets as assets which are then charged to expense over their useful lives (through annual 
depreciation charges) and changes in long-term liabilities as adjustments of expenses. 
Conversely the governmental funds statements report the issuance of debt as an other 
financing source of funds, the repayment of debt as an expenditure, the purchase of capital 
assets as an expenditure and does not reflect changes in long-term liabilities. 

The table below summarizes the statement of net assets: 

CITY OF MIAMI BEACH 
Net Assets 

 (in thousands) 
 

2003 2002 2003 2002 2003 2002

Current and other assets 224,749$   176,811$ 221,455$    220,092$  446,204$  396,903$ 
Capital assets 354,040 334,493 297,861 287,331 651,901 621,824
   Total assets 578,789 511,304 519,316 507,423 1,098,105 1,018,727

Long-term liabilities
   outstanding 323,672 282,499 179,934 184,993 503,606 467,492
Other liabilities 15,547 13,234 17,445 14,816 32,992 28,050
   Total liabilities 339,219 295,733 197,379 199,809 536,598 495,542

Net assets:
   Invested in capital 
      net of related debt 158,423 94,231 219,819 207,522 378,242 301,753
   Restricted 71,828 72,627 71,828 72,627
   Unrestricted 9,319 48,713 102,118 100,092 111,437 148,805

239,570$   215,571$ 321,937$    307,614$  561,507$  523,185$ 

Governmental activities Business-type activities Total

 

 By far the largest portion of the City’s net assets (67.4%) reflects its investment in capital 
assets (e.g., land, building, infrastructure, machinery, and equipment), less any related debt 
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used to acquire those assets that is still outstanding.  The City uses these capital assets to 
provide services to citizens; consequently, these assets are not available for future spending.  
Although the City’s investment in its capital assets is reported net of related debt, it should be 
noted that the resources needed to repay this debt must be provided from other sources, 
since the capital assets themselves cannot be used to liquidate these liabilities.  

An additional portion of the City’s net assets (12.8%) for the governmental activities 
represents resources that are subject to external restrictions on how they may be used.  The 
remaining balance of unrestricted net assets ($111.4 million) may be used to meet the City’s 
ongoing obligations to citizens and creditors. 

At the end of the current fiscal year, the City is able to report positive balances in all three 
categories of net assets, both for the City as a whole, as well as for its separate 
governmental and business-type activities.  The same situation held true for the prior fiscal 
year. 

The City’s net assets increased by $38.3 million or 7.3% during the current fiscal year.  
Governmental activities account for 62.6% of this increase while Business-type activities 
account for 37.4% of the increase.  Both increases are due to the degree by which revenues 
have outpaced similar increases in ongoing expenses.  The City’s revenues increased by 
$24.9 million or 8.9% while expenses increased by $5.7million or 2% over the prior year. 
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The table below summarizes the changes in net assets - Governmental Activities

2003 2002
Revenues:

Program revenues:
Charges for services 33,657$          29,168$          
Operating grants and contributions 46,604            39,651            
Capital grants and contributions 2,530              3,929              

General revenues:
Taxes:

Property taxes, levied for general
purposes 73,929            65,343            

Property taxes, levied for debt services 10,368            9,600              
Utility 12,482            13,348            

Franchise fees 6,937              7,037              
Rents and leases 3,961              2,267              
Miscellaneous 9,966              8,706              
Unrestricted investment earnings 3,399              5,301              

Internal activity:
Transfers 1,864              1,337              

Total revenues and transfers 205,697          185,687          

Expenses:
General government 23,628            25,829            
Public safety 91,078            84,602            
Physical environment 2,727              2,895              
Transportation 9,530              8,934              
Economic environment 7,558              8,501              
Human services 1,546              1,496              
Culture and recreation 29,580            31,673            
Interest on long-term debt 16,051            16,335            

Total expenses 181,698          180,265          

Changes in net assets 23,999            5,422              

Net assets - beginning 215,571          210,149          
Net assets - ending 239,570$        215,571$        

(in thousands)

CITY OF MIAMI BEACH
Changes in Net Assets

Governmental Activities
for the fiscal year ended September 30, 

 

Governmental activities.  Governmental activities increased the City’s net assets by $23.9 
million, thereby accounting for 62.6% of the total growth in the net assets of the City.   
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Key elements of the increase are as follows: 

 
• Charges for services increased $4.5 million or 15% over the prior year. This net 

increase was a result of a $2.6 million increase in fees and the number of events at  
cultural and recreational facilities  and an increase of $2.1 million in fees collected from 
licenses and permits.  

• Operating  grants and contributions increased $6.9 million or 18% over the prior year. 
This was due to $4.8 million increase in  cultural and recreational grants and a change 
in the City’s grants application strategy.  

• Property taxes increased in the general fund by $8.5 million or 13% over the prior  
year.  This was attributed to an increase in taxable  property value from $9.4 billion to 
$10.6 billion which included over $305.7 million in new construction.  

• Total expenses for governmental activities remained constant between the current and 
the prior fiscal year. Expenses for the current year increased by $1.4 million or 1% 
over the prior year.   

 
 

Expenses and Program Revenues – Governmental Activities 
for the year ended September 30, 2003 ( in thousands) 
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Revenues by Source – Governmental Activities 
for the year ended September 30, 2003 (in thousands) 
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The table below summarizes the changes in net assets - Business-type Activities

2003 2002
Revenues:

Program revenues:
Charges for services 84,667$        81,666$        
Operating grants and contributions 9,628            7,886            

General revenues:
Rents and leases 318               
Miscellaneous (1)                  
Unrestricted investment earnings 6,537            5,582            

Internal activity:
Transfers (1,864)           (1,337)           

Total revenues and transfers 98,968          94,114          

Expenses:
Storm water 3,969            4,020            
Water 15,616          14,940          
Sewer 24,949          25,460          
Parking 16,740          15,172          
Convention Center 15,615          13,469          
Sanitation 6,205            5,503            
Redevelopment Agency's Parking 1,424            1,530            
Redevelopment Agency's Leasing 127               238               

Total expenses 84,645          80,332          

Changes in net assets 14,323          13,782          

Net assets - beginning 307,614        293,832        
Net assets - ending 321,937$      307,614$      

for the fiscal year ended September 30, 
(in thousands)

Business-type Activities

CITY OF MIAMI BEACH
Changes in Net Assets

 
 

Business-type activities. Business-type activities increased the City’s net assets by $14.3 
million or 37.4%.  This was a result of charges for services, which increased by $4.5 million or 
15%. The Stormwater utility accounted for a significant portion of this increase, which 
resulted from  the approval of a 38% rate increase designed primarily to provide additional 
resources to meet debt service requirements. Revenues also increased in the Stormwater 
and Water and Sewer funds due to an increase in the number of residential and commercial 
properties in the City and greater customer demands. 
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The following chart shows a comparison of expenses to program revenues for business-type 
activities for fiscal year 2003: 

 
 

Expenses and Program Revenues – Business-type Activities 
For the year ended September 30, 2003 (in thousands) 
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Revenue by Source – Business-type Activities 
for the year ended September 30, 2003 (in thousands) 
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Financial Analysis of the Governmental Funds 
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. The table below summarizes the changes in the fund 
balances of the City’s governmental funds. 

Governmental Funds 
(in thousands) 

Miami 
Beach 

Redevel-
opment 
Agency

Fund balances 
 Sep. 30, 2002  $  28,927  $  3,399  $19,458  $   63,449  $28,070 $ 143,303 

Revenues    136,900    25,404    25,188         3,761    25,688    216,941 
Expenditures   (149,866)    (8,998)     (3,923)     (21,982)   (44,031)   (228,800)
Other financing 
sources (uses)      13,207  (15,461)   (17,184)       65,779    21,668      68,009 
Fund balances

Sep. 30, 2003  $  29,168  $  4,344  $23,539  $ 111,007  $31,395 $ 199,453 

General 
Resort 

Tax
Capital 

Projects

Other 
Govern-
mental 
Funds

Total 
Govern-
mental 
Funds

 

Governmental funds.  The focus of the City’s governmental funds is to provide information 
on near-term inflows, outflows, and balances of spendable resources.  Such information is 
useful in assessing the City’s funding requirements.  In particular, unreserved fund balances 
may serve as a useful measure of a government’s net resources available for spending at 
the end of the fiscal year. 

The general fund is the chief operating fund of the City.  At the end of the current fiscal year, 
unreserved fund balance of the general fund was $27 million, while total fund balance 
reached $29.1 million.  As a measure of the general fund’s liquidity, it may be useful to 
compare both unreserved fund balance and total fund balance to fund balance expenditures.  
Unreserved fund balance represents 17.3% of total general fund expenditures, while total 
fund balance represents 18.7% of the same amount. 

The fund balance of the City’s general fund increased by $242,000 during the current fiscal 
year.  A key factor in this growth was the ability to maintain expenditures under budgeted 
amounts. 

The City’s general fund is required to adopt an annual budget prepared on a basis consistent 
with General Accepted Accounting Principles (GAAP). Surpluses from any prior fiscal year cannot 
be appropriated in future fiscal years. 

The City’s capital projects fund accounts for the funding of the City’s capital program. The 
primary resources are obtained from the issuance of City debt. 

Proprietary funds. The City’s proprietary fund statements provide the same type of 
information found in the government-wide financial statements, but in more detail. 
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The total growth in net assets for all enterprise funds was $14.3 million.  Other factors 
concerning the finances of these funds have already been addressed in the discussion of 
the City’s business-type activities. 

Budgetary Highlights 
The following information is presented to assist the reader in comparing the original budget 
(Adopted Budget), and the final amended budget (Amended Budget) and how actual results 
compared with these budgeted amounts. The Amended Budget can be modified subsequent 
to the end of the fiscal year.  

General Fund Revenues 
The major variances between final budget and actual are primarily due to negative variances 
in ad valorem taxes and interest income revenues.  Ad valorem taxes collected were lower 
than the final budgeted amount by $1.5 million.  This resulted from successful appeals by City 
residents seeking to lower the taxable assessment value of their property  A lower taxable 
assessment value results in a reduction in the dollar amount of ad valorem taxes collected by 
the City.  Interest income was lower than the final budgeted amount by $2.8 million  This was 
a direct result of average interest rates on our investments dropping from 2.5% to 1.3%.  The 
following chart and table summarizes actual revenues by category for fiscal year 2003 and 
compare revenues with Adopted Budget, Amended Budget, and Actual.  

General Fund Revenues 
for the year ended September 30, 2003 (in thousands). 

0

10,000

20,000

30,000

40,000

50,000

60,000

70,000

80,000

Ad Valorem Taxes

Other Taxes

Franchise

Licenses and Permits

Intergovernmental

Charges for Services

Rents and Leases

Interest

Fines and Forfeits

Administrative Fees

Other

Adopted Budget

Amended Budget

Actual

 

There were no differences between the original budget and the final amended budget. 
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Original Final
Adopted Amended
budget Amended Actual

Taxes:
Property 74,458$    74,458$        72,996$        
Sales, use, fuel 1,827        1,827            1,864            
Utility 12,532      12,532          12,482          
Other 1,840        1,840            1,840            

Taxes 90,657      90,657          89,182          
Other than taxes:

Franchise 6,933        6,933            6,937            
Licenses and permits 9,632        9,632            10,245          
Intergovernmental 7,757        7,757            7,429            
Charges for services 4,550        4,550            4,802            
Rents and leases 1,965        1,965            2,504            
Interest income 4,662        4,662            1,842            
Fines and forfeits 1,578        1,578            1,790            
Administrative fees 8,139        8,139            8,144            
Other 4,569        4,569            4,025            

Other than taxes 49,785      49,785          47,718          

Total revenues 140,442$  140,442$      136,900$      

General Fund Revenues
for the fiscal year ended September 30, 2003

(in thousands)

 

General Fund Expenditures 

The major variances between the final budget and the actual are primarily due to positive 
variances in general government and culture and recreation expenditures. General 
government and culture and recreation expenditures were lower than budgeted amounts by 
$1.3 million and $1 million respectively.  Both variances were due to the fact that 
encumbrances are not included in actual expenditures.  At September 30, 2003, the general 
fund had $2.2 million reserved for encumbrances.  Encumbered dollars represents the dollar 
amount of purchase orders issued.  When encumbrances are included in actual expenditures, 
there are no significant variances between final budget and actual expenditures.  
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The following chart and table summarizes actual expenditures by function/program for fiscal 
year 2003 and compare expenditures with Adopted Budget, Amended Budget and Actual. 

General Fund Expenditures 
for the year ended September 30, 2003 (in thousands) 
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Major differences between the Adopted Budget and the Amended Budget ($2.1 million 
increase in appropriations) are briefly summarized as follows: 

• $.50 million in increase allocation to general governmental activities 

• $.54 million in increase allocation to public safety 

• $.04 million in increase allocation to physical environment 

• $.10 million in increase allocation to transportation 

• $.74 million increase allocation to culture and recreation 

The increase of $2.1 million in appropriations was funded from the general fund’s available 
fund balance.  
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Original Final
Adopted Amended
budget Amended Actual

General government 24,815$     25,313$    23,980$    
Public safety 87,000       87,543      86,792      
Physical environment 2,219         2,254        2,502        
Transportation 2,955         3,054        2,820        
Economic environment 15,251       15,254      14,929      
Human services 430            430           438           
Culture and recreation 18,151       18,945      17,908      
Debt service 500            500           497           

Total expenditure 151,321$   153,293$  149,866$  

General Fund Expenditures
for the fiscal year ended September 30, 2003

(in thousands)

 

 

Capital Assets and Debt Administration 
Capital Assets 
The City’s investment in capital assets for its governmental and business-type activities at 
September 30, 2003 amounts to $651.9 million (net of accumulated depreciation). This 
investment in capital assets includes land, buildings, water & sewer distribution, storm 
drainage systems, lighting systems, sidewalks, curbs, signage, equipment, street 
improvements, and parks, which are detailed as follows (net of accumulated depreciation): 

  Capital Assets 
  (in thousands) 
  Governmental  Business-Type  Total 
   

       
Land $ 77,404 $ 22,510 $ 99,914 
Buildings and structures  76,935  141,595  218,530 
Mains and lines    20,000  20,000 
Meters and hydrants    5,323  5,323 
Furniture, fixtures & equipment  18,317  9,917  28,233 
Permanent improvements  8,463  2,271  10,735 
Infrastructure  41,999    41,999 
Construction work-in-progress  130,922  96,245  227,167 
       

Total $ 354,040 $ 297,861 $ 651,901 
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The City has developed various capital improvement programs to improve the quality of life of 
its residents.  Major projects included citywide water, wastewater and storm water 
improvements, streetscape enhancements, improvements to parks, beaches, and fire 
stations. 

Additional information on the City’s capital assets can be found in Note C to the financial 
statements. 

Long-term Debt 
At the end of the current fiscal year, the City had a total bonded debt outstanding of $469 
million.  This debt had a net increased of $43.5 million or 10.2% during the year due to the 
issuance of the City’s General Obligation Bonds, Series 2003, in the amount of $62 million.  

CITY OF MIAMI BEACH'S Outstanding Debt
General Obligation, Special Obligation and Revenue Bonds and Loan

Governmental activities Business-type activities Total
2003 2002 2003 2002 2003 2002

General obligation $ 98,990 $ 43,810 $ $ $ 98,990 $ 43,810
Special obligation 189,391 196,452 189,391 196,452
Revenue bonds 
   and loan 180,669 185,288 180,669 185,288
Total $ 288,381 $ 240,262 $ 180,669 $ 185,288 $ 469,050 $ 425,550

(in thousands)

 
Additional information on the City’s long-term debt can be found in Note G to the financial 
statements.  
 
Requests for Information 
This financial report is designed to provide a general overview of the City of Miami Beach’s 
finances for all those with an interest in its finances. Questions concerning any of the 
information provided in this report or requests for additional information should be addressed 
to The City of Miami Beach, Finance Department, 1700 Convention Center Drive, Miami 
Beach, Florida 33139. 




































































































